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based health care delivery system, such 
as through contracts with health cen-
ters receiving funds under section 330 
of the Public Health Service Act or 
with hospitals such as those that re-
ceive disproportionate share payment 
adjustments under section 1886(c)(5)(F) 
or section 1923 of the Act. 

(b) Requirements for obtaining a waiv-
er. To obtain a waiver for cost-effective 
coverage through a community-based 
health delivery system, a State must 
demonstrate that— 

(1) The coverage meets all of the re-
quirements of this part, including sub-
part D and subpart E. 

(2) The cost of such coverage, on an 
average per child basis, does not exceed 
the cost of coverage under the State 
plan. 

(c) Three-year approval period. An ap-
proved waiver remains in effect for no 
more than 3 years. 

(d) Application of cost savings. If the 
cost of coverage of a child under a com-
munity-based health delivery system is 
equal to or less than the cost of cov-
erage of a child under the State plan, 
the State may use the difference in the 
cost of coverage for each child enrolled 
in a community-based health delivery 
system for— 

(1) Other child health assistance, 
health services initiatives, or outreach; 
or 

(2) Any reasonable costs necessary to 
administer the State’s program. 

§ 457.1010 Purchase of family cov-
erage. 

A State may purchase family cov-
erage that includes coverage for tar-
geted low-income children if the State 
establishes that— 

(a) Purchase of family coverage is 
cost-effective under the standards de-
scribed in § 457.1015; 

(b) The State does not purchase the 
coverage if it would otherwise sub-
stitute for health insurance coverage 
that would be provided to targeted, 
low-income children but for the pur-
chase of family coverage; and 

(c) The coverage for the family other-
wise meets the requirements of this 
part. 

§ 457.1015 Cost-effectiveness. 
(a) Definition. For purposes of this 

subpart, ‘‘cost-effective’’ means that 
the State’s cost of purchasing family 
coverage that includes coverage for 
targeted low-income children is equal 
to or less than the State’s cost of ob-
taining coverage under the State plan 
only for the eligible targeted low-in-
come children involved. 

(b) Cost comparisons. A State may 
demonstrate cost-effectiveness by com-
paring the cost of coverage for the fam-
ily to the cost of coverage only for the 
targeted low-income children under the 
health benefits package offered by the 
State under the State plan for which 
the child is eligible. 

(c) Individual or aggregate basis. (1) 
The State may base its demonstration 
of the cost-effectiveness of family cov-
erage on an assessment of the cost of 
family coverage for individual families, 
done on a case-by-case basis, or on the 
cost of family coverage in the aggre-
gate. 

(2) The State must assess cost-effec-
tiveness in its initial request for a 
waiver and then annually. 

(3) For any State that chooses the 
aggregate cost method, if an annual as-
sessment of the cost-effectiveness of 
family coverage in the aggregate re-
veals that it is not cost-effective, the 
State must assess cost-effectiveness on 
a case-by-case basis. 

(d) Reports on family coverage. A State 
with a waiver under this section must 
include in its annual report pursuant 
to § 457.750, the cost of family coverage 
purchased under the waiver, and the 
number of children and adults, respec-
tively, covered under family coverage 
pursuant to the waiver. 

Subpart K—State Plan Require-
ments: Applicant and Enrollee 
Protections 

SOURCE: 66 FR 2687, Jan. 11, 2001, unless 
otherwise noted. 

§ 457.1100 Basis, scope and applica-
bility. 

(a) Statutory basis. This subpart inter-
prets and implements— 

(1) Section 2101(a) of the Act, which 
states that the purpose of title XXI of 
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